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Message Text 

UNCLASSIFIED 

PAGE 01 MOSCOW 1 1630 24I724Z 
ACTION EB-08 

INFO OCT-OI EUR-I2 ISO-00 L-03 TRSE-00 OPIC-06 STR-07 
CIAE-00 INR-10 NSAE-00 /047 W 

103023 241729Z/50 

P24I704ZMAY 78 
FM AMEMBASSY MOSCOW 
TO SECSTATE WASHDC PRIORITY 2146 
USDOC WASHDC PRIORITY 

UNCLAS MOSCOW 1 1630 

STATE FOR EUR/SOV AND L/EUR 

USDOC FOR BEWT/TDAD AND BEWT/USSR 

E.0.11652:N/A 

TAGS: EEWT, EGEN, ETRD, UR 

SUBJECT: TAXES ON WESTERN FIRM INCOME EARNED IN USSR 
REE: (A) USDOC 9366, (B) STATE 106973 

1 . EMBASSY IS UNAWARE OF ANY INSTANCE IN WHICH AN 
AMERICAN OR EOREIGN FIRM HAS BEEN REQUIRED TO PAY TAXES 
TO SOVIET GOVERNMENT ON PROEITS EARNED FROM COMMERCIAL 
ACTIVITIES IN USSR. 

2. AS TO LEGAL OBLIGATIONS OF U.S. FIRMS TO PAY TAXES IN 
USSR, WE SUGGEST THAT DEPARTMENTS LEGAL ADVISER (L) BE 
REQUESTED TO PROVIDE AUTHORITATIVE COMMENT. OUR OWN 
READING OF CONVENTION ON TAXATION BETWEEN USA AND USSR 
SIGNED JUNE 20, 1973(APPROVED BY SENATE JANUARY 29, 1976) 

LEADS US TO CONCLUDE THAT SOVIETS MAY LEVY TAXES ON INCOME 
FROM COMMERCIAL ACTIVITY ONLY OE THOSE U.S. FIRMS HAVING 
AN ACCREDITED REPRESENTATION OFEICE IN USSR. IN PRACTICE, 

TO OUR KNOWLEDGE, NO SUCH TAXES HAVE BEEN IMPOSED ON ANY 
AMERICAN FIRM DOING BUSINESS IN SOVIET UNION. WE MADE A 
UNCLASSIFIED 
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PAGE 02 MOSCOW 1 1630 241724Z 

QUICK POLL OP FOUR MAJOR U.S. FIRMS HAVING REPRESENTATION 
OFFICES IN MOSCOW - INCLUDING TWO BANKS, ONE ACCOUNTING 
FIRM AND ONE LARGE COMPUTER CORPORATION. NONE OF THOSE 
POLLED WERE AWARE OF ANY INSTANCE WHERE SOVIET TAXES HAD 
BEEN IMPOSED ON ANY FOREIGN FIRM'S OPERATIONS IN USSR. ON 
BANK, HOWEVER, SIGNS ALL LOAN CONTRACTS OUTSIDE OF USSR 
TO AVOID QUESTION ENTIRELY. OTHER BANK USES TAX EXCLUSION 
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CLAUSE IN EACH OF ITS LOAN CONTRACTS WITH SOVIETS. 

COMPUTER FIRM SIGNS ALL SALES CONTRACTS IN USSR (MOSCOW), 
USES NO TAX EXCLUSION CLAUSE AND PAYS NO TAXES ON ITS 
OPERATIONS WHATSOEVER. 

3. WE ARE PREPARED TO SUBMIT A DIPLOMATIC NOTE TO THE 
MINISTRY OF FOREIGN AFFAIRS MAKING INQUIRY ON THIS 
QUESTION. IT IS QUITE POSSIBLE, HOWEVER, THAT SUCH A NOTE 
MIGHT RESULT IN REPLY ASSERTING SOVIET AUTHORITY TO TAX 
AT LEAST THOSE AMERICAN FIRMS HAVING ACCREDITED REPRESENT- 
ATIONAL OFFICES HERE. HENCE WE ARE NOT EAGER TO SEND THE 
NOTE UNLESS DEPARTMENT BELIEVES IT ESSENTIAL TO RESOLVE 
THE QUESTION AT HAND. MATLOCK 
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